COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SBERVICE COMMISSION

In the Matter of:

THE CONSIDERATION AND DETERMINATION

OF THE APPROPRIATENESS OF IMPLEMENTING
A RATEMAKING STANDARD PERTAINING TO
THE PURCHASE OF LONG-TERM WHOLESALE
POWER BY ELECTRIC UTILITIES AS
REQUIRED IN SECTION 712 OF THE

ENERGY POLICY ACT OF 1992

ADMINISTRATIVE
CASE NO. 350
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The Energy Policy Act of 1992 ("EPACT") amends Section 111 of
the Public Utility Regulatory Policles Act of 1978 ("PURPA") in
several respects. One of the amondments, set forth in Sectlion 712
of EPACT, a copy attached hereto as Appendix A, provides that a
ptate commission, to the extent it allows jurisdictional electric
utilities to consider purchasing long-term wholesale power supplies
as a means of meeting electric demand, must consider formally the
implementation of an electric ratemaking standard pertaining to
such purchases. Since the Commission does allow electric utilitlies
to consider such purchases, Section 712 of EPACT further requires
us to evaluate:

(L) the potential for changes in the costs of capital for

purchasing utilities, and any resulting changes in retail

rates, that may result from purchases of long-term wholesale
power supplies in 1lieu of constructing new generation
facilities;

(i) whether the use by exempt wholesale generators of

capital structures which employ proporticnally greater amounts



of debt than the capital structures of such utilitles

threatens reliability or provides an unfair advantage for

exempt wholesale generators over such utilities.

{iii) whether to implement procedures for the advance approval

of the purchase of a particular long-term wholesale power

supply: and

{iv) whether to require as a conditlion for the approval of

the purchase of power that there be reasonable assurances of

fuel supply adequacy.
The Commission is requlired to conduct these evaluations and
determine by October 24, 1993 whether it 1s appropriate to
implement a ratemaking standard.

IT IS THEREFORE ORDERED that:

1. An administrative proceeding to consider and determine
the appropriateness of Iimplementing a ratemaking standard
pertaining to long-term wholesale power purchases by electric
utilities be and it hereby is initiated.

2, Big Rlvers Electrlic Corporation, East Kentucky Power
Cooperative, Louisville Gas and Electric Company, Kentucky Power
Company, Kentucky Utilitles Company, and The Union Light, Heat and
Power Company are hereby made parties to this proceeding.

3. The above-named parties to this proceeding shall flle
written comments, individually or jointly, on or before July 9,
1993 on the wholesale power purchase issues identified above.

4. Any other entity that desires to participate in this
proceeding shall file on or before June 18, 1993 a motion to

intervene pursuant to 807 KAR 5:001, Section 3(8). Any written
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comments by intervenors on the wholesale power purchase issuaes
idontifiod above shall be filed on or before July 9, 1993,

Done at Frankfort, Kentucky, thia 2lat day of May, 1993,

PUBLIC BERVICE COMMISSION

Q;éﬁ.—né—““/g“ﬁ“v

Vice Chalrman

ATTEST:

D~ ML

Executive Diractor




APPENDIX A

APPINDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE COMMISSION IN
ADMINISTRATIVE CASE NO. 350 DATED May 21, 199
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SKC HE STATR CONSIDERATHIN OF THE KFFECTS GF POWKER PURUHASKS

)

ON UTHATY COST OF CAPITAL: CONSIDKRATION OF THE Kb
FROTS OF LEYRRAGRD CAPITAL STRUCTURAY ON THE RKLL
AMLITY OF WHOLKSALE PMOWKR SKLLERS: AND CONSIDRR.
ATHON OF ADKQUATN FUKL SUPPLIKS.
Section 111 of the Public Utitity Regulatory Polieies Act of 1978
(1.8 2600 and following) in amended by inaerting the folloe.

tng new paragroph after parvagraph (45

) CONSIDERATHIN OF THE KFFROTS OF WHOLKNALR POWRR
FURCHASKS ON UTILITY COST OF CAPITAL; BFFRCTY OF LEVERAGKD
CAMTAL STRUUCTURKS ON THE RELIAMILITY OF WHOLKESALE POWRN
SKLLERN, AND ASSURANCE OF ADEQUATE FUEL SUPPLIKS. —(A) T
the extent that a State regulatory authority rvquires or allouns
electric utilities for which it hox mtemaking authority to con.
aidler the purchase of long-term wholesale fmmar aupplion 4 o
meana of merting electric demand, such authority shall perform
a peneral epaluation of;

*{i) the potentinl for increases or decreasen in the costa

47‘ vapital for such utilitien, and any resulting increauses or

decreanes in the relail rates paid by electric consumers, that

ntay result from purchasea of long-term wholesale potoer
suppliea (n licu of the conatruction of new generation fucili-
tive by such utilities;

%il) whether the une b :-.n-mljt toholesle generators

o defined in gection 32 of the Public Utility Holding Com-

pany Act of 19351 of capital atructures which employ pro.

portionally greater amounta of debt than the capital atrue.
tures of such utilities threatens relinbility or provides an
un/liu' ‘r advantage for exemp! wholesale geaeralom over suech
utilities;

ibi) whoether o implement proceduren for the adoanee
appraval or disapproval of the purchase of o purticular
fong-term wholesale power aupply, and

“tivd whether to require as a condition for the approvad
of the purchase c?’ power that there be reasonalde anaur.
ances of fuel supply adeqguiacy.,

“tB3) For purposes of implementing the provisiona u[ thin
paragraph, any reference contained in thin section to the dute of
enaciment of the Public Utility Requlatory Policles Act of 1978
shall be deemed to be a reference to the date of enactment of
this pata raph,

YC) Notwithstunding any other provinion of Federal law,
nothing in thin paregraph shall precvent a State regulatory au
tharity from taking such action, including action with respeet
b the allowable capitnl strueture of exempt whaolesale genern-
tors, ai siech State rogidlatory authority may determine to be in
the public intereat un o result of jmrfnrml’ng evaluationa under
the standarda of subparagraph (Al

1)) Notwithstanding section 124 and paragraphs (1) and
() of rection [1al vach State regulatory authority shall con.
sicler and muke a determination concerning the stundarda of
.mbpnnmmflh (A} in accondance with the requirements of sub-
seclions (al and (b) of thin section, without regard to any pro-
ceedings commenced prior to the enactment of this puragraph.
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“tK) Notwithstanding subsectiona (b and (¢} of section 111,
cach State reguilatory authority shall conmider and make a de-
termination concerning whether it is appropriate to imploment
the stundands aet out in subparagraph (Al not later than ane
year after the date of enactment of this paraygraph,”,



